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IN COMMEMORATION 
OF THE PARTNERSHIP 
ESTABLISHED UPON THIS SITE BY 

JUSTUS C. STRAWBR1DCE 

AND 

ISAAC H. CLOTHIER 

IHIS INSTITUTION STANDS 
AS A LIVING MONUMENT TO THEIR 
PRINCIPLES OF INTEGRITY AND THEIR 
PIONEER SPIRIT OF ENTERPRISE. 
BORN IN PENNSYLVANIA. 

BOTH WERE PUBLIC-SPIRITED CITIZENS. 
RESPECTED IN BUSINESS. HONORED FOR 
THEIR INTEREST IN CIVIC. EDUCATIONAL 
AND PHILANTHROPIC ACTIVITIES. 

IT HAS BEEN AND SHALL CONTINUE 
TO BE THE CONSTANT ENDEAVOR OF 
THEIR SUCCESSORS TO PROVE WORTHY 
OF THIS HERITAGE OF GOOD WILL 
AND CONFIDENCE. 
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TO OUR 
SHAREHOLDERS 

Sales of $226,437,935 for the fiscal 
year of 1974 established a new company 
record, representing an increase of 6.7% 
over 1973 sales of $212,252,379. The 
Exton store and the Center Square and 
Baltimore Pike Clover stores enjoyed their 
first full fiscal years in 1974 and con¬ 
tributed substantially to the total sales 
increase. Since the mid-sixties the Phila¬ 
delphia store has enjoyed annual in¬ 
creases in sales volume and the 1974 
increase substantially exceeded those 
which had been achieved for many pre¬ 
vious years—a favorable result of the 
improvement in commercial and residen¬ 
tial activity in the eastern sector of the 
downtown area. 

Net earnings for the fiscal year were 
$6,031,010, a decrease of 14.3% from 
last year's record earnings of $7,038,950. 
Earnings per share on common stock were 
$4.03 this year as against $4.72 last year, 
both amounts calculated on the number 
of shares outstanding on February 1, 
1975. This decline resulted from a num¬ 
ber of factors including the higher cost 
of merchandise sold plus sharply in¬ 
creased operating and interest expense. 
Fourth quarter sales and earnings in parti¬ 
cular were adversely influenced by the 


deterioration of the economy during the 
latter part of the year. The rapidly rising 
rate of unemployment and general de¬ 
cline in business activity have been espe¬ 
cially characteristic of our market area. 
Earnings for each of the four quarters of 
the year 1974 are shown on page 16. 

On February 26, 1975, the Board of 
Directors declared a 5% stock dividend on 
the common stock, payable April 10 to 
shareholders of record at the close of 
business on March 11. A 5% stock divi¬ 
dend was paid at this time last year. 

A ten year history of important operat¬ 
ing results and financial data appears on 
pages 14 and 15 followed on page 16 by 
a brief reference to significant changes 
that have occurred in the last two years. 

As noted in our Second Quarter Report 
1974, zoning approvals required for our 
proposed store in Newark, Delaware, 
were denied, causing us to abandon this 
project. In Hopewell Township, New Jer¬ 
sey, difficult and protracted negotiations 
have been conducted to secure the neces¬ 
sary public approvals for the regional 
shopping center on which we have been 
working with The Rouse Company. The 
recent withdrawal of a major store from 
the project and the economic downturn 
require a reassessment of our position 
insofar as going forward at this location 
is concerned. 

The Clover Division is now operating 
six stores, three in New Jersey and three 
in Pennsylvania. Owing to generally un¬ 
favorable economic conditions a decision 
has been reached not to add further units 
at this time. Meanwhile our efforts will 
be concentrated on sales growth and im¬ 
proved operating results in the existing 
stores. 

The depressed condition of the econ¬ 
omy, the energy crisis and related costs, 
high unemployment and persistent infla¬ 
tion provide disquieting influences in the 
company's consideration of the current 
year, its opportunities and challenges. 
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Our ability to construct additional units 
in either the Department Store or Clover 
Division may be temporarily curtailed as 
a result of these economic uncertainties, 
but as a company we are significantly 
advantaged by the outstandingly attrac¬ 
tive and contemporary physical condition 
of all our stores and by their strategic 
location within our market areas. (See 
map on inside back cover.) 

The Market Street East project is at 
long last underway. Excavation has been 
started for the site of the new Gimbel 
store between 9th and 10th Streets on the 
north side of Market, and the old Blauner 
store, which was immediately adjacent to 
our west store building, has been demol¬ 
ished. The Rouse Company, developers 
of Cherry Hill, Plymouth Meeting, Echelon 
and Exton malls, will construct, lease and 
operate a 4-level mall, joining the Gimbel 
store to Strawbridge & Clothier, and con¬ 
sisting of approximately 200,000 sq. ft. 
of small store space. Customers will have 
direct access into Strawbridge & Clothier 
at the west side of the building to the 
Budget Store as well as to our first, second 
and third selling floors. Long range plans 
call for the construction of a hotel above 
the 4-level shopping mall. 

As an important element of Market 
Street East, work now in progress will 
continue during the year on the improve¬ 
ments to the 8th Street Station of the 
subway which include replacing the en¬ 
tire sidewalk along Market Street. At the 
subway concourse level the city has taken 
12,000 sq. ft. of our Budget Store to help 
create a broad pedestrian mall along the 
proposed new glass front and entrances 
to our store. Escalators in the new mall 
will also carry shoppers directly to the 
street level main entrance of our store. 

The scheduled completion date for this 
phase of the Market Street East program 
is in the fall of 1977. This commercial 
redevelopment and other construction in 
our vicinity, the new Federal Building and 


Court House and the Federal Reserve 
Bank, make the future prospects for the 
growth of the company's Main Store busi¬ 
ness in downtown Philadelphia bright 
indeed. 

On February 26, 1975, Isaac H. Clothier, 
IV and Steven L. Strawbridge, both great- 
grandsons of the company's two founders, 
were elected to the Board of Directors. 
Mr. Clothier is an attorney and partner in 
the Philadelphia law firm of Dechert Price 
& Rhoads. Mr. Strawbridge is manager 
of the Exton store. 

Morris S. Hanson, Vice President for 
Research, retired from the company in 
June 1974 after thirty-five years of out¬ 
standing service. In addition to his store 
responsibilities, Mr. Hanson made signi¬ 
ficant contributions to the retail industry 
over the years. 

Strawbridge & Clothier has an excep¬ 
tionally able and dedicated Store Family 
—our most highly prized corporate asset. 
The quality and character of service ren¬ 
dered by this outstanding group has won 
acceptance for our stores over the years 
and enhanced the meaning of our Seal 
of Confidence. Their loyalty, interest and 
enthusiastic support has made the year 
just ended one of substantial accomplish¬ 
ment. The Board of Directors joins us in 
expressing sincere appreciation. 

Respectfully, 


April 24, 1975 



Chairman of the Board 


President • 
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Consolidated statements of 

OPERATIONS 


Net sales, including leased department sales 
Other income, net of other deductions. 


Year Ended 


February 1 
1975 


February 2 
1974 


$226,437,935 $212,252,379 

81,086 69,004 

226,519,021 212,321,383 


Deduct: 

Cost of sales, including merchandise, alteration, 
occupancy, and buying costs, exclusive of depre¬ 
ciation—Notes A and C. 165,775,450 

Selling, publicity, delivery, and administrative 

expenses . 39,614,179 

Depreciation and amortization—Note A. 3,997,918 

Pension cost—Note E. 2,098,974 

Interest—Note D. 2,837,490 

214,324,011 

EARNINGS BEFORE INCOME TAXES. 12,195,010 


153,075,426 

37,043,636 

3,830,280 

2,022,222 

2,340,869 

198,312,433 

14,008,950 


Income taxes—including taxes deferred in 1974— 
$867,000; 1973—$890,000—Note G: 


Federal . 5,174,000 5,557,000 

State . 990,000 1,413,000 

6,164,000 6,970,000 

NET EARNINGS. $ 6,031,010 $ 7,038,950 


Per share data applicable to common stock (based 
on common stock outstanding at February 1, 1975, 
after recognition of the dividend requirements on 
the $5 Cumulative Preferred Stock)—Note F: 

Net earnings. $ 4.03 $ 4.72 


See notes to consolidated financial statements. 
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Consolidated statements of 

CHANGES IN FINANCIAL POSITION 


Year Ended 



February 1 

February 2 


1975 

1974 

SOURCE OF FUNDS 



Net earnings . 

$ 6,031,010 

$ 7,038,950 

Add expenses not requiring outlay of funds: 



Provision for depreciation and amortization. 

3,997,918 

3,830,280 

Provision for deferred income taxes, pensions, and 



self-insurance reserves . 

2,798,382 

2,741,031 

TOTAL FUNDS PROVIDED FROM OPERATIONS. 

12,827,310 

13,610,261 

Decrease in other assets. 

138,322 

684,755 


$12,965,632 

$14,295,016 

APPLICATION OF FUNDS 



Cash dividends paid. 

$ 1,933,941 

$ 1,864,423 

Purchase of preferred stock. 

243,805 

207,598 

Acquisition of property, fixtures, and equipment .... 

2,912,329 

8,663,906 

Reduction of long-term debt. 

1,190,411 

1,176,580 

Amounts charged against reserves. 

2,324,253 

2,140,305 

Increase in working capital. 

4,360,893 

242,204 


$12,965,632 

$14,295,016 

CHANGES IN COMPONENTS OF WORKING CAPITAL 



Increase (decrease) in current assets: 



Cash . 

$ 110,399 

$ (55,358) 

Accounts receivable. 

3,155,939 

1,787,256 

Inventories . 

(1,792,480) 

2,061,490 

Prepaid expenses and other current assets. 

99,568 

(3,277,693) 


1,573,426 

515,695 

Increase (decrease) in current liabilities: 



Accounts payable and accrued expenses. 

(1,097,104) 

(29,313) 

Federal, state, and local taxes. 

(2,034,572) 

(346,791) 

Amounts withheld from employees. 

(12,461) 

109,953 

Deferred taxes on income. 

342,838 

(130,883) 

Current portion of long-term debt. 

13,832 

670,525 


(2,787,467) 

273,491 

INCREASE IN WORKING CAPITAL. 

$ 4,360,893 

$ 242,204 


See notes to consolidated financial statements. 
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Consolidated 

BALANCE SHEETS 


Assets 


February 1 
1975 


CURRENT ASSETS 

Cash . $ 2,715,353 

Accounts receivable: 

Customers: 

Regular charge accounts. 8,919,426 

Deferred payment accounts. 7,433,399 

Flexible charge accounts—Notes A and B . . . . 22,866,450 

Suppliers and sundry. 1,689,306 

40.908.581 

Allowance for loss. (1,400,000 ) 

39.508.581 

Merchandise inventories—Notes A and C. 26,716,398 

Notes receivable due within one year. — 

Prepaid expenses, supply inventories, and sundry. . 2,020,131 

TOTAL CURRENT ASSETS. 70,960,463 


OTHER ASSETS 

Notes receivable, secured by mortgages—receivable 

after one year. 732,263 

Cash on deposit with trustee for redemption of $5 

Cumulative Preferred Stock—Note F. 191,144 

Deferred charges. 321,260 

Other accounts receivable and sundry. 40,233 

Sundry investments. 146,100 

1,431,000 

PROPERTY, FIXTURES, AND EQUIPMENT- 

ON THE BASIS OF COST 

Land . 10,013,977 

Buildings and improvements. 47,689,984 

Store fixtures, furniture, and equipment. 46,498,412 

Allowance for depreciation (deduction). (45,510,664) 

58,691,709 

Construction in progress. 84,775 

58,776,484 


$131,167,947 


February 2 
1974 


$ 2,604,954 

9,250,797 

7,119,597 

19,935,763 

1,346,485 

37.652.642 
(1,300,000) 

36.352.642 
28,508,878 

280,000 

1,640,563 

69,387,037 


762,263 

191,144 

393,466 

76,349 

146,100 

1,569,322 


9,092,833 

47,212,779 

44,097,462 

(41,526,615) 

58,876,459 

985,614 

59,862,073 

$130,818,432 
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Consolidated 

BALANCE SHEETS 


Liabilities and February 1 

stockholders' equity ——— 

CURRENT LIABILITIES 

Accounts payable . $ 10,228,663 

Accrued accounts. 1,785,363 

Payroll taxes and amounts withheld from employees 769,641 

Federal, state, and local taxes. 478,518 

Deferred taxes on income—Notes A and G. 4,639,121 

Long-term debt due within one year. 1,190,412 

TOTAL CURRENT LIABILITIES . 19,091,718 

LONG-TERM DEBT —due after one year—Note D . . 23,070,940 

RESERVES 

Future income taxes—Note G. 3,729,033 

Pensions—Note E . 3,381,355 

Self-insurance claims and other reserves. 228,327 

7,338,715 

TOTAL LIABILITIES . 49,501,373 


STOCKHOLDERS' EQUITY 

Capital Stock—Note F: 

$5 Cumulative Preferred Stock, par value $100 
per share, redeemable at $105 per share—at 
February 1, 1975, authorized 41,789 shares; out¬ 
standing 38,629 shares, after deducting 3,160 
shares in treasury (outstanding at February 2, 


1974, 41,364 shares). 3,862,900 

Common Stock, par value $5 per share— 
authorized 2,000,000 shares; outstanding 
1,447,814 shares, (outstanding at February 2, 

1974, 1,378,871 shares). 7,239,070 

Capital in addition to par value of shares. 25,947,218 

Earnings retained for use in the business—Note D. . 44,617,386 

TOTAL STOCKHOLDERS' EQUITY. 81,666,574 

COMMITMENTS— Note H 


$131,167,947 


February 2 
1974 


$ 11,371,622 
1,739,508 
782,102 
2,513,090 
4,296,283 
1,176,580 
21,879,185 

24,261,351 

3,205,033 

3,441,363 

218,190 

6,864,586 

53,005,122 


4,136,400 


6,894,355 

24,125,005 

42,657,550 

77,813,310 


$130,818,432 


See notes to consolidated financial statements. 
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Consolidated statements of 

STOCKHOLDERS' EQUITY 


Year Ended 



February 1 

February 2 


1975 

1974 

CAPITAL STOCK 

Preferred Stock: 



Balance at beginning of year. 

$ 4,136,400 

$ 4,358,800 

Less shares acquired for treasury during year. 

273,500 

222,400 


3,862,900 

4,136,400 

Common Stock: 



Balance at beginning of year. 

6,894,355 

6,566,055 

Stock dividend. 

344,715 

328,300 


7,239,070 

6,894,355 

CAPITAL IN ADDITION TO PAR VALUE OF SHARES 

Balance at beginning of year. 

Excess of amount charged against earnings retained 

24,125,005 

21,745,130 

for use in the business over the par value of Common 
Stock issued as stock dividend. 

1,792,518 

2,365,073 

Discount on acquisition of $5 Cumulative Preferred 
Stock . 

29,695 

14,802 


25,947,218 

24,125,005 

EARNINGS RETAINED FOR USE IN THE BUSINESS 

Balance at beginning of year. 

42,657,550 

40,175,083 

Net earnings for the year. 

6,031,010 

7,038,950 


48,688,560 

47,214,033 

Less: 



Cash dividends on Preferred Stock—$5 per share . . 
Cash dividends declared on Common Stock—$1.20 

196,943 

210,131 

per share. 

Stock dividends declared February 27, 1974, and 
February 23, 1973—five shares for each 100 shares 
outstanding: 

1,736,998 

1,654,292 

Paid April 11, 1974, and April 12, 1973, 68,943 
shares and 65,660 shares on the basis of $31 and 



$41, respectively, per share. 

2,137,233 

2,692,060 


4,071,174 

4,556,483 


44,617,386 

42,657,550 

TOTAL STOCKHOLDERS' EQUITY . 

$81,666,574 

$77,813,310 


See notes to consolidated financial statements. 
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Notes to Consolidated 

FINANCIAL STATEMENTS 

Years ended February 1, 1975 and February 2, 1974 


Note A—Summary of Accounting Policies 

Principles of Consolidation: The consolidated financial statements include the accounts of the Company and its 
wholly-owned real estate subsidiaries. All intercompany transactions have been eliminated. 

Inventories: Inventories of merchandise on hand and in transit are priced at cost on the last-in, first-out 
method, determined under principles and by the use of published indices of price changes approved by the 
Commissioner of Internal Revenue with respect to retail stores generally. 

Store Preopening Costs: Costs prior to the opening of stores are charged to expense in the year incurred. 

Property , Fixtures , and Equipment: Property, fixtures, and equipment are recorded at cost. Interest on indebtedness 
incurred to finance construction of new store buildings is charged to construction in progress, as the Com¬ 
pany considers such interest as part of the cost of such construction. The applicable cost is being depreciated 
by the straight-line method over the estimated useful lives of the assets. Estimated useful lives are: Buildings 
and improvements—20 to 60 years, and store furniture, fixtures, and equipment—4 to 20 years. The 
cost of leasehold improvements is being amortized over the terms of the respective leases. Expenditures in 
the nature of normal repairs and maintenance are charged to expense as incurred. 

Installment Sales: Income on deferred payment and flexible charge sales is recognized for financial purposes in 
the year of sale. Deferred taxes on installment sales gross profit are included in current liabilities. 
Finance charges relating to such sales are applied as a reduction of administrative expenses. 


Note B—Accounts Receivable 

The flexible charge accounts receivable includes equity in accounts sold without recourse to bank— 
$474,110 and $409,771 in accounts aggregating $4,741,098 and $4,097,712 sold at February 1, 1975, and 
February 2, 1974, respectively. 


Note C—Inventories 

If the first-in, first-out (FIFO) method of inventory accounting had been used by the Company, inventories 
would have been $10,600,000 and $7,600,000 higher than reported at February 1, 1975, and February 2, 
1974, respectively. Amounts for opening and closing inventories determined on the LIFO basis and used in 
the computation of cost of goods sold for the two years ending February 1, 1975, were: February 3, 1973— 
$26,447,388; February 2, 1974—$28,508,878; and February 1, 1975—$26,716,398. 


Note D—Long-Term Debt—due after one year 


Term and mortgage notes with interest at 3 3 A% to 9 7 /b% payable to banks, institutional investors, and 
others are as follows: 


February 1 
1975 


February 2 
1974 


Term notes ( 4 2 A% and 5%) maturing $350,000 per year through 1979; 

$500,000 in 1980; $150,000 per year through 1983; $170,000 in 1984 $ 2,520,000 

Term notes (9%%) maturing $562,500 per year through 1989; 

$1,000,000 in 1990 . 8,875,000 

Mortgage notes payable (3 3 A% and 8 2 A%) at $1,028,264 annually, in¬ 
cluding principal and interest, maturing from twenty to twenty-six years 11,675,940 

$23,070,940 


$ 2,870,000 

9,437,500 

11,953,851 

$24,261,351 
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Notes to Consolidated 

FINANCIAL STATEMENTS (continued) 


The covenants of the most restrictive of these loan agreements provide, among other things, that while 
the loan remains unpaid the Company will maintain minimum working capital of $12,500,000 and that 
the aggregate after January 31, 1970, of payments of dividends (other than dividends payable in capital 
stock of the Company and cash dividends on preferred stock) and purchases of Common Stock will not 
exceed the sum of $4,000,000 plus the amount of earnings accumulated after January 31, 1970. The 
amount of earnings retained for use in the business and unrestricted by these provisions was $26,167,187 
at February 1, 1975. Fixed assets with a net book value of approximately $13,500,000 are mortgaged 
by these agreements. 

Interest on long-term debt (none capitalized in 1974; $150,000 capitalized in 1973) amounted to 
$1,888,880 and $1,987,070 for the years 1974 and 1 973, respectively. 


Note E—Pension Plans 

Effective January 1, 1973, the Company revised and restated its pension plan and adopted the funded 
and trusteed Strawbridge & Clothier Employees Retirement Benefit Plan. The Plan is noncontributory and 
provides for payment of pension benefits under specified conditions to eligible employees who retire with 
fifteen years of credited service. It is the Company's policy to fund annual pension accruals. 

In addition, the Company has entered into employment contracts with certain key executives under a 
Deferred Compensation Plan which provides for payment of specified benefits upon disability, death, or 
retirement. Since the adoption of the Plan, the Company has made an annual charge to expense in an 
amount considered adequate to cover the cost of such benefits. 

The total expense under these Plans for the years ended February 1, 1975, and February 2, 1974, was 
$2,098,974 and $2,022,222, respectively, which included amortization of past service costs of the Retire¬ 
ment Benefit Plan over forty years. At February 2, 1974, the latest valuation date, the actuarially 
computed value of pension benefits, which were not funded and which were expected to become 
payable to former employees who have retired and to present employees who are expected to receive 
pension benefits upon retirement, exceeded the fund assets and balance sheet accruals by approximately 
$13,700,000 at that date (1973—$13,600,000 as revised). 

The cost effects of the federal Employee Retirement Income Security Act of 1974 have not yet been 
determined. 


Note F—Capital Stock 

Sinking fund provisions of the $5 Cumulative Preferred Stock require that on April 1st of each year, the 
Company shall redeem shares of such class of stock in an amount o x par value equal to two percent of 
the greatest amount at any time outstanding after February 1, 1948, and prior to the date of such 
redemption. In compliance with such provisions, 1,990 and 2,010 shares of the $5 Cumulative Preferred 
Stock were redeemed on April 1st and retired June 26, 1974 and May 1, 1973, respectively. Dividends 
on the $5 Cumulative Preferred Stock have been paid to January 1, 1975, a dividend date. 

During 1974, the Company increased its authorized Common Stock, par value $5 per share, from 
1,500,000 shares to 2,000,000 shares. 

On February 26, 1975, the Board of Directors declared a 5% stock dividend on Common Stock. The 
dividend shares, not exceeding 72,390 in the aggregate, are payable April 10, 1975, to holders of record 
at the close of business March 11,1975. After the issuance of this stock dividend, the net earnings per share 
applicable to common stock would be $3.84 and $4.49 for 1974 and 1973, respectively. 
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Notes to Consolidated 

FINANCIAL STATEMENTS (continued) 


Note G—Taxes on Income 

The components of deferred income tax expense result from the following timing differences: 




1974 

1973 

Depreciation . 



$512,000 

Installment sales . 



168,000 

Capitalized interest . . . 



85,000 

Pensions . 



86,000 

Other . 



39,000 



$867,000 

$890,000 

A reconciliation of the effective income tax rate for 1974 and 1973 with the statutory federal income tax 
rate of 48% is as follows: 



1974 

1973 

Federal tax rate. 



48.0% 

State taxes, net of federal taxes . 


5.2 

Investment tax credits, flow-through method . 

. (1.3) 

(3.1) 

Other items . 


. (.4) 

(.3) 

EFFECTIVE INCOME TAX 

RATE. 


49.8% 

The provision for federal 
in 1974 and $430,000 in 

income taxes has been reduced by investment tax credits aggregating $154,000 
1973, respectively. Federal income tax returns have been settled through 1971. 

Note H—Leases 




Total rental expense for a 

II leases amounted to: 

Year Ended 



February 1 

1975 

February 2 
1974 

Minimum rentals. 



$3,336,364 

Contingent rentals. 



247,597 



$3,711,940 

$3,583,961 


In most instances, real estate taxes, insurance, and maintenance are paid by the lessee. Contingent 
rentals are based on a percentage of net sales at certain locations. 
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Notes to Consolidated 

FINANCIAL STATEMENTS (continued) 


The future minimum rental commitments as of February 1, 1975, for all noncancelable leases (substan¬ 
tially financing leases) are as follows: 


Fiscal Years: Total Buildings Equipment 

1975 . $ 3,459,324 $ 3,228,283 $231,041 

1976 . 3,422,768 3,228,416 194,352 

1977 . 3,338,792 3,223,458 115,334 

1978 . 3,208,411 3,208,411 

1979 . 3,208,273 3,208,273 

1980-1984 . 15,445,473 15,445,473 

1985-1989 . 11,853,255 11,853,255 

1990-1994 . 8,297,013 8,297,013 

1995 and later. 8,508,327 8,508,327 


Most leases for real estate include options to renew for periods ranging from 5 to 50 years. There 
are options to purchase at the expiration of the initial term of the leases and at the expiration of specified 
option terms. There are no guarantees, related obligations, or restrictions in connection with the lease 
agreements. 


The estimated present values of the net fixed minimum rental commitments for noncancelable financing 
leases included above are summarized below: 

As of 


Interest Rate Used 

Real estate 3.5% to 8.68%. 

Equipment 10.5%. 


February 1 
1975 


February 2 
1974 


$34,677,964 $35,546,551 

432,361 570,780 

$35,110,325 $36,117,331 


The present values were computed after reducing total rental commitments by estimated amounts appli¬ 
cable to the lessor's payment of taxes and insurance. 

If all financing leases had been capitalized, it is estimated that net earnings for the fiscal years ended 
February 1, 1975, and February 2, 1974, would have been reduced by $103,270 and $90,050, respec¬ 
tively. This computation assumes that the estimated present values were amortized on a straight-line basis 
over the terms of the leases including options expected to be exercised and that interest expense was 
accrued on the outstanding lease obligations at the rates shown above. The amounts included in the com¬ 
putation for amortization of leased property and interest expense were $1,197,089 and $2,326,170 in the 
year ended February 1, 1975 and $1,037,773 and $2,102,079 in the year ended February 2, 1974. 
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ACCOUNTANTS' REPORT 


To the Shareholders of 
Strawbridge & Clothier 

We have examined the consolidated balance sheets of Strawbridge & 
Clothier and subsidiaries as of February 1, 1975, and February 2, 1974, and the 
related consolidated statements of operations, stockholders' equity, and changes 
in financial position for the years then ended. Our examinations were made in 
accordance with generally accepted auditing standards and, accordingly, in¬ 
cluded such tests of the accounting records and such other auditing procedures 
as we considered necessary in the circumstances. 


In our opinion, the financial statements referred to above present fairly 
the consolidated financial position of Strawbridge & Clothier and subsidiaries 
at February 1, 1975, and February 2, 1974, and the consolidated results of 
their operations and the changes in their financial position for the years then 
ended, in conformity with generally accepted accounting principles applied on 
a consistent basis. 


Philadelphia, Pennsylvania 
March 24, 1975 



ERNST & ERNST 


Description of Business 

Strawbridge & Clothier operates general merchandise stores at its original 
location in downtown Philadelphia and at fifteen suburban locations in the 
surrounding Delaware Valley area of Pennsylvania and New Jersey, and 
Wilmington, Delaware. The main store in Philadelphia, and nine suburban 
stores carry most of the classes of merchandise usually offered by department 
stores. All except two of the suburban department stores are located in shop¬ 
ping centers. Under the name CLOVER, the company also operates three self- 
service stores in New Jersey and three in Pennsylvania. These stores offer a 
broad range of general merchandise, exclusive of furniture and major appli¬ 
ances, and at four of the locations operate adjacent to a food supermarket. 
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1974 


TEN YEAR 

SUMMARY 

OF 

OPERATIONS 

($ in thousands, 
except for per share data) 


OPERATING RESULTS 

Net Sales. $226,438 

Cost of Sales. 165,775 

Interest Expense . 2,837 

Earnings Before Income Taxes and Extraordinary 

Items. 12,195 

Federal and State Income Taxes. 6,164 

Net Earnings ( 2 ). 6,031 

Cash Dividends: 

$5 Cumulative Preferred Stock. 197 

Common Stock. 1,737 

Stock Dividends on Common Stock. 5% 

OTHER OPERATING DATA 

Depreciation and Amortization . $ 3,998 

Rent. 3,712 

Taxes Other Than Income Taxes. 6,094 

PER SHARE OF COMMON STOCK( 3 ) 

Net Earnings( 2 ) . $ 4.03 

Cash Dividends..1.20 

Book Value. 53.74 

FINANCIAL DATA 

Working Capital. $ 51,869 

Property, Fixtures and Equipment—Net. 58,776 

Long-Term Debt. 23,071 

Common Stock Equity. 77,804 

Number of Common Shares Outstanding (thousands) 1,448 
Square Feet of Store Space (thousands). 3,386 

O 53 Week Fiscal Year. 

( 2 ) Includes after tax effect of Extraordinary Items: 

1971 ($4)—Per Share ($.00); 1970 $351-Per Share $.25. 

(*) Calculated on the number of shares outstanding at February 1, 1975 (Net 


Earnings and Book Value give recognition to the dividend requirements of the 
$5 Cumulative Preferred Stock). 
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1973 19720 1971 1970 1969 1968 19670 1966 1965 


$212,252 

$186,712 

$163,606 

$145,001 

$142,542 

$135,726 

$124,527 

$118,563 

$105,757 

153,075 

133,496 

116,519 

102,845 

101,349 

96,399 

89,690 

85,611 

75,596 

2,341 

2,165 

2,298 

1,398 

957 

701 

646 

704 

543 

14,009 

13,333 

11,896 

10,784 

12,411 

12,024 

10,559 

9,456 

9,200 

6,970 

6,892 

6,327 

5,710 

6,740 

6,375 

5,295 

4,590 

4,690 

7,039 

6,441 

5,565 

5,425 

5,671 

5,649 

5,264 

4,866 

4,510 

210 

224 

239 

245 

250 

261 

268 

282 

302 

1,654 

1,575 

1,530 

1,485 

1,391 

1,322 

1,236 

1,177 

934 

5% 

3% 

3% 

5% 

7% 

7% 

5% 

5% 

7% 


$ 3,830 

$ 3,315 $ 

3,097 

$ 2,737 

$ 2,325 

$ 2,003 

$ 1,778 

$ 1,676 

$ 1,349 

3,584 

3,028 

2,716 

2,484 

2,465 

2,254 

2,093 

1,989 

1,762 

5,838 

5,038 

4,433 

3,566 

3,110 

2,625 

2,494 

2,424 

1,985 


$ 4.72 

$ 4.29 $ 

3.68 

$ 3.58 

$ 3.74 $ 

3.72 

$ 3.45 $ 

3.17 $ 

2.91 

1.14 

1.09 

1.06 

1.03 

.96 

.91 

.85 

.81 

.65 

50.89 

47.30 

44.08 

41.44 

38.87 

36.07 

33.25 

30.65 

28.29 


$ 47,508 

$ 47,266 

$ 46,818 

$ 42,290 

$ 35,573 

$ 32,540 

$ 32,615 

$ 29,317 

$ 28,174 

59,862 

55,028 

50,025 

47,787 

38,375 

29,919 

26,061 

26,548 

25,058 

24,261 

25,438 

26,061 

23,224 

13,274 

5,644 

5,943 

5,934 

6,409 

73,677 

68,486 

63,822 

59,997 

56,279 

52,221 

48,134 

44,370 

40,962 

1,379 

1,313 

1,275 

1,238 

1,179 

1,102 

1,030 

981 

934 

3,358 

2,991 

2,807 

2,611 

2,367 

2,367 

2,138 

2,138 

1,923 
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Management's Discussion and 
Analysis of the Summary of Operations 

Net sales of the company increased by 13.7% in 1973 over 1972 and by 6.7% in 1974 
over 1973. The new Exton branch department store and two new CLOVER stores, opened 
at various times in 1973, were major factors in the sales increases in both years. 

Sales and earnings on a quarterly basis for 1974 and 1973 are shown in the supple¬ 
mentary financial data below. Sales increases in the first quarter of 1974 were limited by 
the gasoline shortage in February and March. In the final quarter of 1974, particularly in 
December and January, despite higher price indices, sales were disappointing, indicating 
a general decline in customer buying. 

Increased sales and the effective control of operating costs yielded earnings for 1973 
that were 9.3% over 1972 despite a costly five-week strike at the distribution center and a 
sharp increase in the cost of the revised Employees Retirement Benefit Plan. In 1974, cost 
of sales, particularly merchandise, communication and utility costs, increased dispropor¬ 
tionately. These added costs, together with increased bad debt and interest expense, caused 
a decline in earnings of 14.3%. 


Sales and Earnings by Quarter 

Earnings 

Net Sales Net Earnings( 1 ) Per Share( 2 ) 



1974 

1973 

1974 

1973 

1974 

1973 

First Quarter. 

. . . $47,634 

$45,688 

$ 792 

$ 913 

.51 

.59 

Second Quarter . . . 

. . . 50,666 

44,319 

692 

291 

.44 

.17 

Third Quarter. 

. .. 53,015 

48,158 

1,056 

881 

.70 

.57 

Fourth Quarter .... 

. .. 75,123 

74,087 

3,491 

4,954 

2.38 

3.39 


(') Quarterly net earnings shown here give retroactive effect to a LIFO adjustment which prior to the Third Quarter 
Report 1974 was reflected annually in the fourth quarter. 

( 2 ) Earnings Per Share are calculated on the number of shares outstanding at February 1, 1975. 


Market and Dividend Information 

The Company's Common Stock is traded on the over-the-counter market. The following 
table indicates the range of bid and asked quotations for the stock by quarter, and the 
dividends paid by quarter during the last two fiscal years, adjusted for the 5% stock dividend 
paid in April 1974. 

Range of Bid and Asked Quotations Dividends Per Share 



1974 

1973 


1974 

1973 

First Quarter. 

... $21 

$28’/2 

$3414 

$43% 

$.30 

$.2857 

Second Quarter .... 

21 

26!/ 2 

28% 

36% 

.30 

.2857 

Third Quarter. 

13’/ 2 

24’/ 2 

29 

33% 

.30 

.2857 

Fourth Quarter .... 

15’/2 

19 Vi 

20 

32% 

.30 

.2857 
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Strawbridge 8c Clothier stores 
are conveniently located 
throughout the Delaware Valley 

© Philadelphia store and parking garage 
■ Branch stores 
A Distribution center 

8 Clover stores 







